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There is no doubt that the 
agricultural land leasing laws 
in India need to be amended 
to make land leasing legal and 
easier. The niti Aayog report 
(2016) proposes a formal model 
law on land leasing. Critically 
examining the logic for 
liberalisation of land leasing 
laws, the limitations of the model 
lease agreement are brought 
out. It is argued that the model 
law ignores the diversity and 
dynamics of leasing arrangements 
in India and the socio-economic 
implications of the realities of 
tenancy practices. 
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T enancy is seen as one way of cor- 
recting the mismatch between the 
distribution of land and that of 
labour in the agricultural sector. In India, 
it has not delivered goods, rather it has led 
to concealed tenancy and lack of access 
to assured land lease for tenants in which 
they could invest for bettering produc- 
tivity and returns, largely due to its 
regulation at the state level. Therefore, 
the issue of tenancy reforms remains a 
crucial question of policy reform for 
efficient, equitable and inclusive agri- 
cultural growth and development. 

The issue of land leasing and tenancy 
has acquired renewed policy focus with 
the niti Aayog bringing out two reports 
on the farm sector recently (niti Aayog 
2015, 2016). One of these focus specifi- 
cally on the issue of land leasing and 
draft a model land leasing act with a 
draft lease agreement (niti Aayog 2016). 

The report argues for and recommends 
liberalisation of land leasing. It recom- 
mends a formal law on grounds of effi- 
ciency and equity in terms of protecting the 
owner’s rights on land, providing access 
to institutional credit and other supporting 
services to the tenants, providing occupa- 
tional mobility to landowners as farmers, 
and making tenants incentivised to invest 
in the leased lands. It argues that keeping 
productivity in mind, this would put 
farmlands in the most desirable hands, be 
it landless, marginal or small farmers who 
use family labour or medium/large farm- 
ers who have resources for farming and 
can take risk (niti Aayog 2016). The report 
also argues that with the political power 
available to rural poor through panchayati 
raj institutions (pris), and other demo- 
cratic processes, the tenancy relationship 
need not be exploitative anymore. 

This article critically examines the 
niti Aayog report (2016) on land leasing 
reforms, the issue of tenancy, and the 
policy implications of ignoring certain 
tenancy practices in specific regions. 


Microstudies from different states 
show that the proportion of leased-in 
land is significantly higher than reported 
by both the National Sample Survey 
(nss) and the Agricultural Census. The 
actual leased-in holdings are reported to 
be as high as io%-50% of the operated 
holdings across states (Gupta and Giri 
2016). Despite the practice of reverse ten- 
ancy in many states, especially in those 
impacted by green revolution, it is the 
marginal, small and landless farmers 
who lease-in land. At the all-India level, 
36% of the tenants are landless and an- 
other 56% marginal landowners who are 
net leasers than being net lessors, thus, 
92% leasers being from marginalised 
categories (niti Aayog 2016). 

Further, dominant tenancy contracts 
in an area differ depending on the crop 
and technology and the extent of market 
development besides social and economic 
environment (Eswaran and Kotwal 1985). 
Each crop has its own logic for tenancy and 
has implications for labour opportunity 
and nature of labour contracts (Gidwani 
2001). Also, more than one contract types 
can coexist in a given area due to the 
factors, besides risk sharing and transac- 
tions costs, like worker or tenant qualities, 
and imperfections in both land and other 
input markets. In tenancy contracts where 
produce as well as input sharing is in- 
volved, labour availability with the tenant, 
especially family labour, supervision of 
labour, and the quality of decision-making 
about farming issues like crop choice, input 
choice and management also matter 
(Eswaran and Kotwal 1985). Also, tenancy 
is a product of many historical, cultural, 
sociological and legal processes besides 
the nature of markets in different regions 
(Vijay and Srinivasulu 2013). 

Proposed Land Leasing Act 

The draft Agricultural Land Leasing Act 
2016 proposed in the report includes 
various types of farmer groups like 
self-help groups, joint liability groups and 
farmer producer organisations as those 
who can lease-in land. It specifies that the 
lessor and the lessee shall enter into a 
written lease agreement for which it even 
provides a model agreement. But, at the 
same time, it also provides for an oral 
lease to be legal to protect the landowner. 
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This is contradictory, as if an oral lease 
can be legal, then why should a written 
lease agreement be prescribed? 

It recommends the government not to 
fix a minimum or maximum lease amount 
in fixed cash or kind or share of produce to 
be given to the landowner as this is to be 
mutually agreed upon by the two parties. 
This again is not well founded as there 
have been cases of excessive lease rates 
being charged in many parts of India in 
the recent years which are not justified by 
the crops grown and incomes expected. 
Therefore, there is a need to cap the lease 
rates depending on the cropping pattern 
so that the livelihoods of tenants who are 
landless or marginal and small farmers are 
not jeopardised by excessive lease rates or 
other tenancy terms. As there are crop spe- 
cific bhagidar shares in output in the case 
of bhagidari (labour tenancy) in Gujarat, 
there is logic in capping lease rates or 
lessor crop shares for different crops. 

The niti Aayog report claims that with 
the spread of pris and other democratic 
institutions, the tenancy cannot be exploi- 
tative anymore. But, if the lease rates in 
Punjab or the bhagidari system in Gujarat 
are any indication, the exploitation of the 
tenant/lessee still exists in the form of 
excessive lease rates or low output share 
of the bhagidar for his labour though he 
does take much less production risk as he 
does not share input costs. There is also 
the exploitation of hired farm labour 
through the bhagidar as he hires them 
directly under more stressed economic 
conditions as a household and tries to cut 
down his labour costs by paying lower or 
extracting higher work. This is also under- 
scored by Rutten (1986) writing about 
the bhagidari system in Gujarat: 

by way of organizing the agricultural work on 
the field and the recruitment of labour in an 
entrepreneurial manner, these middle-large 
farmers have solved the problem of fluctua- 
tions in supply and demand of labour while 
still exercising control over the process of agri- 
cultural production. This, however, is entirely 
at the expense of the casual labourers working 
in their fields who most of the year do not earn 
more than ?6 to ?8 per day and that only on 
days they are able to find work... Thus, crea- 
tion of an intermediate stratum has become 
an important aspect of the entrepreneurial 
way of farm management in which responsi- 
bility for the welfare of labourers working in 
the fields is abdicated to an increasing extent 
to a lower layer in rural society, (pp A-19) 
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The model act goes on to say that the 
lease agreement may or may not be regis- 
tered depending on the mutual agreement 
of the two parties, but if it is a written 
lease agreement, it may be attested by the 
village revenue officer or the sarpanch or 
the local bank officer or a notary with two 
witnesses. While specifying the rights and 
responsibilities of the landowner, it states 
that the owner will not interfere as long as 
the tenant does not default in the payment 
of lease amount, does not cause damage 
to soil health, does not use the land for 
purposes other than what has been agreed 
upon, and does not sublease land to any 
other person. On the rights of the tenant, 
it provides for the expected value of out- 
put from leased-in land during the lease 
period to be used as collateral by credit 
institutions for advancing loan to the 
tenant if this is mutually agreed between 
the financial institution and the tenant. 

This recommendation is half-hearted 
as it does not make it mandatory for the 
institution to accept a written lease agree- 
ment. The pledging of tenant’s share of 
produce for availing farm credit is unlikely 
to happen as the landowner exercises 
control over the produce in practice, espe- 
cially under input and output sharing 
tenancy and bhagidari arrangement. He 
may not cooperate with the tenant, as 
seen in the experience of the Andhra 
Pradesh Licenced Cultivators Act 2011, 
which the niti Aayog report recognises, 
and is well documented elsewhere 
(Vakulabharnam et al 2011). 

The tenant will also not have any right 
to build any structures or fixtures without 
the express permission of landowner. 
The model act specifies that the tenant 
will pay the lease consideration in time 
as specified in the agreement, and any 
delay in payment beyond three months 
from the due date shall constitute major 
default and will entitle the landowner to 
issue a notice of termination of the lease. 
The dispute resolution is generally left to 
third party mediation or the village pan- 
chayat, failing which, a tehsildar or an 
equivalent rank officer will adjudicate 
the dispute within a period of four weeks. 
Further, it recommends a special land 
tribunal headed by a retired high court 
or a district court judge at the state level 
to resolve disputes as a final authority. 


The standard lease agreement provided 
by the committee provides for — besides 
farm input obligations of lease and lessor — 
only fixed quantity or share of harvested 
crop as the two types of tenancy. It ignores 
many other forms and systems of payment 
such as labour tenancy in many parts of 
India. In Gujarat, there is labour tenancy 
(the bhagidar system as discussed above), 
wherein the tenant provides only labour, 
and in turn, gets a share of crop/produce 
which varies from 33% in food crops to 
25% in cash crops. The landowner meets 
all input expenses other than labour and 
takes all management decisions about the 
farm. There is also the supervision or mana- 
gement tenancy in Gujarat, where a tenant 
does not contribute the labour component, 
but only organises labour (paid by the farm 
owner), and supervises farm operations. 
He gets one-tenth of the produce called 
pavda bhaag for this role (Bhatt 2008). 

In parts of North India, there is the (de- 
clining) practice of another form of labour 
tenancy where the permanent worker 
(known as siii/sanjhi [partner] in Punjab) 
provides only labour and gets a certain per- 
centage of produce, and shares input costs 
in that proportion after accounting for the 
contributions of the landowner’s own adult 
male workers and bullocks/tractors. 

Further, since irrigation is becoming in- 
creasingly crucial for farming, there is even 
water tenancy emerging in some parts of 
India like Gujarat, where water provision 
to a farmer gets a share in produce from 
the farm. These contracts are of two types: 
bipartite contracts where water sellers 
provide irrigation and share 50% of the 
cash expenses (except labour), and claim 
50% of the output, and tripartite contracts 
under which water seller, owner and ten- 
ant labour share equally the cash expens- 
es as well as crop output (Saleth 2004). 

The niti Aayog report does not show 
any awareness of these types of tenancy. It 
separates the provision of input sharing 
from the payment of lease amount and 
specifies major inputs like seeds, fertilise- 
rs, pesticides and labour, missing out on 
important ones such as farm machinery 
and irrigation. 

Concluding Remarks 

There is no doubt that there is a need to 
amend leasing laws to make them allow 
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legal leasing and permit more efficient use 
of such land but there should be ceiling 
on the amount of land leased by a person/ 
entity so that concentration of leased land 
does not take place beyond a point. The 
land ceiling limits for ownership in each 
state can be considered as ceilings for leas- 
ing-in of land to prevent excessive concen- 
tration of operated land in a few hands. 

Though niti Aayog (2015) also suggests 
this, it only refers to private investors in 
this context, and not local large and me- 
dium farmers. While the ban on tenancy 
by corporate agencies must continue, 
leasing-in by individuals, farming groups 
and farm cooperatives suitably defined to 
prevent bogus entities acting as fronts for 
corporate agents, should be encouraged. 
This will also put to rest the case for 
removal of ceilings on landholdings for 


large landowners or corporate business 
to reap economies of scale, on grounds of 
size limitation (Vyas 2001; Dogra 2002). 

The leasing policy also needs to take 
into account the regional specificities of 
leasing practices like the bhagidari 
system in Gujarat, which is a form of 
labour tenancy which is not even men- 
tioned in the niti Aayog report. 
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